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KEY ECONOMIC INDICATORS 


Values as stated 


INCOME, PRODUCTION, EMPLOYMENT 971 1972 1973 


GDP at Current Prices (millions 
pesos) 729 ,807 1,216,148 2,396,000 
GDP at Constant 1961 US$ millions 1,718 1,718 1,701 
Per Capita GDP Constant 1961 US$ 588 581 576 
Plant §& Equipment Investment 
(millions pesos) 82,785 120,914 230,000 
Industrial Production (1961=100) 7. 116. 114 
Avg. Industrial Wages (1968=100) 220. > 605. 
Employment (000) (Unit) 1/ 487. 476. nua. 
Avg. Unemployment Rate (%) 1/ as a n.a. 


MONEY AND PRICES 


Money Supply (millions pesos) 120,100 189,700 340,000 
Public Debt Outstanding (billions 

pesos) 60.2 109. 138. 
External Debt (US$ millions) 2/ 337.6 350. ns@. 
Retail Sales (1962=100) a 4,095 8,012 14,223 
Wholesale Prices (1968=100) 196.7 422. 814. 


BALANCE OF PAYMENTS AND TRADE (US$ Millions) 


Gold and Foreign Exchange Reserves 180.6 
Balance of Payments - 36. 
Balance of Trade - 1. 
Exports FOB 205. 
U.S. Share Fr 
Imports, CIF cee 
U.S. Share bes 


1/ Data available only for Montevideo 
2/ Only Non-Trade Debts 


Exchange rate as of February 28, 1974: Commercial Rate Pesos 985=US$1 
Financial Rate 1,030=US$1 


Main imports from U.S. - January-November 1973: 
Raw Material $16.6 million including: 
Soy bean oil 11,999 MT ($3,091,648); Amonium Phosphate 19,376 MT 
($1,350,115) 
Phosphorite 21,300 MT ($563,129); Alcohol 18,891 MT ($856,757) 
Industrial Chemicals ($685,524); Sulphur 10,216 MT ($451,358) 
Synthetic Textile Fibers 298 MT ($349,206) 
Machinery and Parts $3,477,804 
Automotive Vehicles $2,112,848 
Coal and Lubricants $1,795,105 
Chemicals and Pharmaceutical Products $1,306,172 





SUMMARY 


This is a particularly difficult moment to predict how 
Uruguay's economy will behave over the next six months. 
Coming out of a relatively good year (1973) when compared 
to 1971-72, Uruguayan authorities believed that 1974 
would be a year of real progress in achieving economic 
growth based on a wide variety of economic policy changes 
and administrative reforms. These hopes were dashed by 
the petroleum crisis in late 1973 which turned the terms 
of trade (which had been improving) against Uruguay and 
brought the prospect of a large balance of payments 
deficit rather than the hoped-for surplus. It is not 
clear how Uruguay will react to this crisis but it is 
expected that plans for import liberalization and 
relaxation of government controls will be delayed for some 
months placing further burdens on an already depressed 
industrial sector. 


In spite of the adverse change in its markets and the 
higher costs of imports there are positive developments. 
The agricultural sector, the major source of Uruguay's 
wealth, is improving through investments and realistic 
pricing policies. There are a number of internationally 
financed development projects underway and in prospect, 
and foreign and domestic investments will be encouraged 
through new incentives for export industries. Labor 
peace has been obtained for the first time in years, and 
internal security is being maintained. 


Prospects for the long term are good, if the planned reforms 
of the economy are implemented. As a result of its new 
development reform program, including new foreign investment 
and industrial promotion measures, Uruguay is becoming 

a much more interesting place for the foreign investor 

and supplier, and this interest should continue to grow 

as better use is made of the rich potential of the country. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Exports Increase by 50% in 1973, Resulting in Trade and 
Balance-of-Payments Surpluses 


The inflation of commodity prices favored Uruguay through 
most of 1973. Both meat and wool export volumes were down 
from the previous year, but meat export prices increased 
from an average of $851 per metric ton (MT) in 1972 to 
$1,072 in 1973, and wool prices jumped from $1,193 per MT 
to $2,562. The export value of these two mainstays of the 
Uruguayan economy was $228 million in 1973 compared to 
$158 million the previous year. A balance of trade surplus 
of $24.2 million and short-term trade credits led to the 
first balance of payments surplus in many years, perhaps 
on the order of $55 million, although as yet unidentified 
capital inflows may have pushed the favorable balance 

a bit higher. 


Toward the end of the year increased petroleum prices 
turned world trade trends against Uruguay. Not only will 
the cost of petroleum and derivatives be triple in 1974 
(from under $60 million in 1973 to about $160 million in 
1974) but European market demands for wool and beef have 
lagged in recent months partly due to the effects of the 
energy crisis on the economies of those countries. 


Uruguay finished 1973 with some 35,000 MT of meat in its 
freezers due to inability to sell to its traditional 
buyers. While some meat has since been sold to Brazil, 
it is not expected that the European market will be buying 
in quantities until April/May. Prices may decline from 
the $1400 MT received in late 1973, but it is estimated 
that the average for the year will be over $1300. If 
available production (about 140,000 MT) can be sold at 
this price, Uruguay will earn some $185 million in meat 
exports in 1974. Wool exports may bring in around $145 
million. Other exports may bring the total intc the 
range of $430 to $450 million, about 40% over 1973 under 
the best conditions, nearly all from volume increases. 


The impact of oil prices and inflation in other essential 
imports will be heavy. To maintain the same level of 
imports as in 1973 will cost about $430 million. Uruguay's 
terms of trade have reversed and export volumes must 
substantially increase to pay for the same quantities of 
essential imports. 





Balance of Payments Deficit and Slackened Growth 
Predicted for 1974 


The decline in the Gross Domestic Product was modest in 1973, 
possibly about 1%, following two years of more severe 
declines in real terms. Uruguay will be fortunate if the 
improvement can be maintained in 1974. A balance of payments 
deficit under conditions of stagnation will probably reach 
$40 million, and economic growth is largely dependent on 

the increased volume of imports of capital goods, raw 
materials, and spare parts. Traditionally, during periods 

of balance of payments deficits, the authorities have 

sought to reduce imports; this reduction would further 
depress the already decapitalized industrial sector. While 
there may be the option of accepting a large trade deficit 

in order to obtain imported development goods,with the 
balance of payments results being at least partly 

cushioned by possible external economic assistance, it is 
uncertain whether Uruguay will move fast enough to 

obtain such assistance in time to have effects on the 
Situation untii the latter part of the year. The most likely 
Situation will be industrial stagnation through most of 

1974 along with continued improvement in the agricultural 
sector, with the adoption of more positive development 
policies in the last quarter of the year. 


Inflation Remains an Intractable Problem 


The consumer price index rose 77.5% in 1973, down from 94.7% 
in 1972 but much higher than the targeted 60%. A round of 
wage increases pushed prices up 16.8% in January 1974, and 
the prospects for this year, heavily influenced by the rise 
in import costs, are an inflation rate between 60% and 80%. 
The figure within this range depends on wage and import 
policies which will be followed for the year. 


Since the tourist exchange rate (financial rate) did not 

move during the year, the inflation drove up the dollar costs 
of living from well below to well above neighboring 
countries, and this was a contributing factor to a poor 
tourist season. The commercial rate did move during the year 
but did not offset the difference between internal and 

world inflation, with a consequence that while agricultural 
exports were favored some industries can no longer 

profitably export. 


While Short-Term Picture is Bleak, Longer-Term Prospects for 
Economy are Good 


One positive change in Uruguay's economy is that it will be 
possible in 1974 to increase the volume of exports to offset 





at least partly the much higher import bill. This has come 
about through the increased productivity of the agricultural 
and livestock sector, responding to incentive policies 

of the Government. The number of cattle stock has risen 
from 8.7 million in 1971 to 9.8 million and sheep stocks 
are also responding to higher prices for wool. Crop 
production is also growing, and given favorable climate 
conditions, Uruguay should be self-sufficient by the end of 
the year in wheat and edible oil with surpluses in feed 
grains. Success is reported in experimental soy-bean 
plantings, and this may be a major crop within a few years. 


The industrial sector is bedeviled by scarcities of imports, 
and the wool processing industry is temporarily paralyzed 
by world price distortions favoring raw wool over wool 


tops. But there is a period of labor peace for the first 
time in decades. 


A fundamental change in Uruguay's economic prospects is 
being brought about by a slow but seemingly determined effort 
to reform the economic system. In two meetings in the 
latter part of 1973, the senior policy makers of Uruguay 
dictated a series of guidelines for a restructuring of 

the economy and key development institutions. Among the 
most important to the foreign businessman is a foreign 
investment law which is expected to be adopted within weeks. 
The law will guarantee remittances of profits. A second 

law will give incentives to industrial development, 
including tax exemptions. A basic principle of the new 
economic system as announced is the gradual freeing of 

the economy from onerous state controls. The old policy 

of industrialization through import substitution is 

being discarded in favor of promotion of export industries 
based on local raw materials. This implies a progressive 
dismantling of the highly protective system of tariff and 
non-tariff barriers and the importation of capital goods 

for processing industries including food, leather, textiles, 
and quarry products. 


At the same time, reforms of the public sector, which 
consumes a disproportionate share of Uruguay's production, 
are being implemented. State-owned utilities and 
enterprises are being reorganized and better administered. 


Although the smallest South American republic, Uruguay has 
more economically useable land than many much larger 
countries; but only a portion of this land wealth has 

been fully exploited. A change in agricultural taxes from 
levies on production toward a system based on potential 
land productivity gives incentives to production which 





should have over time a revolutionary impact on agricultural 
practices in the country. 


While short-term prospects for the economy are disappointing, 
largely due to external factors, there is good cause to 
believe that if and as reform measures are implemented, 

the country will eventually regain its place in the vanguard 
of prosperous countries of the Continent. 


Commercial Arrearages Consolidated; Profit Remittances 
Authorized 


In 1971 the Central Bank of Uruguay blocked payment for 
imports shipped before May of that year. Finally, in late 
1973, the Bank issued notes to the overseas suppliers 

(about $30 million) payable over four years with interest 
due at 7.5% from November 1972 for these debts. While 
payments for current imports, which require 180-day credits, 
lag from time to time, payment performance has been 

steadily improving. 


In January 1974, the Central Bank authorized foreign 
companies to remit profit dividends, which also had been 
blocked for several years. These remittances were not 
permitted, however, to exceed 10% of the capital investment 
of the firms. 


Major Development Projects 


In December 1973, bids were opened for the construction and 
equipment of the $500-million joint Argentine/Uruguayan 
Salto Grande hydro-electric project. Civil work on the 
project has begun. Two bridges over the Uruguay River, 

one of which may be completed in 1974, will unite the 
Argentine and Uruguayan road systems and provide the former 
with a road connection through Uruguay to Brazil. As 
Uruguay's powerful industrial neighbors continue to expand, 
trade through the country should bring increasing benefits. 


Bids are expected to be called shortly for a petroleum 

buoy, tank farm, and pipeline (costing around $25 million) 
which is being partly financed by the Inter-American 
Development Bank (IDB). An off-shore oil exploration 
program, probably under service contract to an international 
company selected through bid tenders, may also be initiated 
within a few months. 


A project for a micro-wave radio system tied into a 

marine communication system is being prepared and may be 
put to bid later in the year. This also would be financed 
by the IDB. An IDB project for the improvement of the Port 





8. 


of Montevideo is underway, and progress is being made 
toward removing Montevideo's "dirty port" designation 
in order to reduce freight charges. 


Also underway is an IBRD-financed livestock improvement 
project, and an IDB loan for the citrus industry has been 


approved. A number of road reconstruction projects are 
in progress. 


Later in the year, a loan may be obtained for the 
reconstruction of Montevideo's sewerage system. 


A mixed commission reactivated by a recent boundary treaty 
with Argentina is reportedly studying a number of joint 
projects. One of these is the interconnection of the 
electrical systems of the two countries in such a way as 
to cover Uruguay's projected energy shortfall extending 
from 1977 to the conclusion of the Salto Grande project 

in 1979. Another possibility is a deep-water port 

on the eastern coast of Uruguay to serve both countries. 
Argentina may also use the petroleum buoy to save transport 
costs by utilizing large tankers which cannot enter the 
River Plate ports. 


Uruguay appears to be determined to proceed with the 
Palmar hydro-electric project (about $150 million) and 
is presently seeking financial assistance. A revised 
feasibility study for the project will be submitted to 
international agencies, probably in April. 


In the private sector, the fishing industry is receiving 
priority and a number of supplier credits and joint 
enterprises with foreign and Uruguayan firms are reportedly 
under negotiation. There are two groups competing for 
government permission to build a polyesther fiber plant, 
and the granite industry is reportedly increasing 
investments in processing. The leather processing 
industry has increased exports of leather clothing, and 
negotiations are being held with large U.S. shoe 
importers. Automobile complementation agreements with 
Argentina and Brazil may result in a number of investments 
for producing components in Uruguay. 





IMPLICATIONS FOR THE UNITED STATES 


As indicated in this report, there may be several large 
projects awarded this year to overseas bidders and U.S. 
suppliers, and engineering, service, and construction 
firms should be in a competitive position to obtain 

the contracts. If Uruguay opts for development in spite 
of the balance of payments situation, capital equipment, 
raw material and spare parts suppliers will have 
increased sales opportunities. 


With the imminent adoption of incentives for foreign 
investment, U.S. investors should be able to find a 

number of interesting prospects in Uruguay. Joint ventures 
in fishing, leather processing and food processing 

appear most feasible. 


With the Salto Grande and Palmar hydro-electric installations 
coming on stream around 1979, Uruguay will have a low- 

cost energy surplus. Although energy can be sold to 
Argentina, Uruguay would obviously prefer internal 
consumption by new industries. This could attract 

investment from energy-scarce or high-cost countries. 


The position of Uruguay between two rapidly industrializing 
countries should over time offer a number of investment 
opportunities to take advantage of thosemarkets under 
complementation agreements, particularly as cost advantages 
occur due to competition for labor and land resources in 
Argentina and Brazil. 





It’s brand new! 


to the 1972 Censuses 


With hundreds of 
reports on the economic 
censuses now coming 
off the press, 

the MINI-GUIDE is 
designed as YOUR guide 
through the thousands 
of available facts, 
providing concise 

and handy information 
on the publications 
YOU want. 


Geared for potential users of 

Census Bureau data, as well as for 

experienced users, MINI-GUIDE 

chapters provide useful information 

and references on: 

—General information on the 1972 
Economic Censuses 

—Data collected and publication 
programs for the individual eco- 
nomic censuses 

—Geographic areas for which data 
are available 

—The Standard Industrial Classifi- 
cation System 


The economic censuses conducted 
by the Bureau of the Census are a 
major source of information about 
the structure and function of the 
Nation’s economy. Let the MINI- 
GUIDE serve as your introduction 
to each of the nine economic cen- 
sus programs listed below: 

Retail Trade 

Selected Service Industries 

Wholesale Trade 

Construction Industries 

Manufactures 

Mineral Industries 
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Transportation 
Enterprise Statistics 
Outlying Areas 


For a valuable reference and guide 
to the economic censuses, the 
MINI-GUIDE TO THE 1972 
ECONOMIC CENSUSES may now 
be ordered from the Publications 
Distribution Section, Social and 
Economic Statistics Administra- 
tion, Washington, D.C. 20233. 


44 pages at $1.00 


U.S. DEPARTMENT OF COMMERCE « Social and Economic Statistics Administration * BUREAU OF THE CENSUS 


ORDER FORM 


Please send me copies of 


Mini-Guide to the 1972 Economic Censuses at $1.00 each 
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(please type or print) 


City, State, and ZIP Code 


Organization 


(please detach along this dotted line 


MAIL ORDER FORM WITH PAYMENT TO 


Publications Distribution Section 
Social and Economic 


Statistics Administration 
Washington, D.C. 20233 


MAKE CHECK OR MONEY ORDER PAYABLE 
TO SUPERINTENDENT OF DOCUMENTS 


__TOTAL AMOUNT $ 


Payment enclosed 


(Mark one) 
Check 
Money order 


GPO coupons 


Charge to: 
Superintendent of 
Documents Deposit 
Account Number 


OR 
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